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General Comment
In our judgment. the proposed regulation represents an

attempt to legislate through regulations.

There does not appear

to be any statutory authority in support of the proposed regulation.
If an abuse does exist and a change is required, it should be

through legislation, carefully considered by Congress, rather than
by regulation.

Specific Comments
Section

1.351-1(c)

The general rule stated in the first sentence is
unsupportable both in law and in logic.

If the

transaction culminates in an immediate sale or
exchange of the stock or securities, Federal Income
tax is neither avoided nor deferred.

If the trans

action culminates in a delayed sale or exchange of
the stock or securities, the transferor has achieved
no advantage through such delay which would not

otherwise

be his as the owner of property who has the

right to decide when he will dispose of it.

Obviously,

diversification of operations in corporate solution
is not an improper purpose, standing alone, or else
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the Code would not extend nonrecognition treatment

to mergers and other corporate reorganizations.
The oblique reference to Section 1031(a) is entirely

inconclusive.

That Section also withholds nonrec

ognition treatment from stock in trade or other pro

perty held primarily for sale, yet Section 351 applies
to transfers of such property.

In any event, the language in the opening sentence is
so broad that it may cause difficulty where possibly

none was Intended.

It should be made clear that the

Import of the proposed regulation is set forth in
and limited by the second sentence.

As the second

sentence now reads, it is merely an example of a
situation that fits within the broad language of the
opening sentence.

